I.    GOAL

OIL

The Department's goals for the oil programs are described in
detail in the overview.    In summary, these are to reduce oil
imports by encouraging domestic oil production and restraining
domestic demand for petroleum products.

II.  PROGRAM

The phased decontrol of domestic crude oil prices coupled with a
Windfall Profits Tax is the major program for achieving the
Department's oil policy goals.

On June 1, 1979, President Carter initiated a 27-month program
of phased decontrol. By October 1981, all price controls on
domestic crude oil and refined products will be eliminated.

At the same time that the President announced his intention to
decontrol crude oil prices, he proposed a Windfall Profits Tax to
capture for the government a portion of the increased revenues
accruing to domestic producers as a result of his decontrol
decision. The Administration's Windfall Profits Tax proposal is
still being considered by Congress.

III,  ANALYSIS

The President's phased decontrol of domestic crude oil prices
will reduce petroleum imports. It will achieve this by increasing
domestic production of oil and reducing consumer demand for petro-
leum products. PE analysis indicates that by 1985 decontrol
coupled with the Administation's version of the Windfall Profits
Tax will increase domestic production of crude oil by 0.8-1.2
million barrels per day above what would have been produced under a
continuation of controls. By 1990, the increase in domestic
production is expected to be 1.0-1.8 million barrels per day. The
reduction in domestic consumption attributable to decontrol will
also be substantial. By 1985 decontrol will reduce domestic
petroleum consumption by 0.3-0.5 million barrels per day. By 1990,
the reduction is estimated at 0.5-0.9 million barrels per day.
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